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(c)(1) Except as provided in paragraph
(d) of this section, the price paid to dis-
senting stockholders who own common
stock or participation certificates shall
be the adjusted book value, which is
the book value on the computation
date adjusted to reflect—

(i) Any increase or decrease in asset
value resulting from the appraisals re-
quired in §611.1240; and

(ii) Deduction of the amount of the
exit fee.

(2) Payments made to dissenting
stockholders who own common stock
or participation certificates referred to
in paragraph (c)(1) of this section shall
be made on the following basis. If the
adjusted book value of the common
stock is less than or equal to the par or
stated value of the stock, the full
amount of the payment shall be in
cash. If the adjusted book value of the
common stock is greater than its par
or stated value, the association:

(i) Shall pay in cash an amount equal
to the par or stated value of the stock
or participation certificate; and

(i) Shall cause or otherwise provide
for the successor institution to issue
on the date of termination subordi-
nated debt to the stockholder in an
amount equal to the amount by which
the book value exceeds the par or stat-
ed value of the stock or participation
certificate. Such subordinated notes
shall have a maturity date not in ex-
cess of 7 years after the date of
issuance, shall have a priority on lig-
uidation ahead of all equity shares but
shall be subordinated to the claims of
all other creditors, and shall carry a
rate of interest that shall be not less
than the rate for debt of comparable
maturity issued by the Treasury of the
United States plus 1 percent.

(d) If the association has adopted by-
laws in accordance with §611.1210(e),
dissenting stockholders who own com-
mon stock or participation certificates
issued in accordance with such bylaws
shall be paid in cash an amount equal
to the lesser of the par or adjusted
book value of such stock or certifi-
cates.

(e) For the purposes of this section,
common stock consists of voting stock,
non-voting stock that was formerly
voting stock, and stock that has no
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priority of payment over any other
class upon liquidation.

(f) The notice to stockholders and
other holders of equity interests re-
quired in §611.1220(e) shall include the
following information:

(1) A statement of the rights of dis-
senting stockholders as specified in
paragraph (a) of this section;

(2) The current book and par value
per share, and the expected book and
market value of the stockholder’s pro
rata interest in the successor institu-
tion; and

(3) An explanation of the procedure
by which stockholders may exercise
dissenters’ rights and the form they
shall return to the terminating asso-
ciation informing it of their intent to
exercise such rights. The notification
form by which stockholders may exer-
cise dissenters’ rights shall include the
date by which the form must be re-
turned to the terminating association,
as specified in paragraph (b) of this sec-
tion, and a place for stockholders to
mark or indicate that they intend to
exercise dissenters’ rights. The notifi-
cation form shall be a convenient
method for the stockholders to notify
the association and may consist of, but
is not limited to, a postcard or pre-
printed return envelope.

(g) An explanation that dissenting
stockholders shall have until 30 days
following notification of their dissent-
ers’ rights to request retirement of
their stock or participation certifi-
cates. The stockholders’ election to re-
tire stock shall be rescinded in a peti-
tion for reconsideration is successful.

(h) An explanation that maintenance
of a borrowing relationship with the
successor institution shall not be re-
quired as a condition for owning stock
in the successor institution, unless
otherwise directed by the bylaws of the
successor institution.

[56 FR 3407, Jan. 30, 1991; 56 FR 11589, Mar. 19,
1991]

§611.1266 Loan
rowers.

refinancing by bor-

(a) All loans and loan assets of the
terminating association shall become
assets of the successor institution un-
less they have been sold by the termi-
nating association to another lending
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institution or refinanced by the bor-
rower.

(b) If an association has been des-
ignated to serve the territory of the
terminating association prior to the
mailing of the information statement,
or if an association that offers credit
services of the same type as the termi-
nating association is already chartered
to serve the territory, such association
shall be identified in the information
statement. In addition, such associa-
tion shall provide the terminating as-
sociation with the following informa-
tion:

(1) The name and address of the asso-
ciation office that the borrower may
contact;

(2) An explanation of the procedures
to apply for financing with the associa-
tion and the procedures by which the
loan may be transferred to the associa-
tion;

(3) An explanation of the stock pur-
chase requirements of the new associa-
tion; and

(4) Any other information the asso-
ciation wishes to include or routinely
provides to new borrowers.

(c) If the terminating association re-
ceives the information required in
paragraph (b) of this section prior to
the mailing of the information state-
ment to borrowers, the terminating as-
sociation shall include such informa-
tion in the information statement. If
an association has not been designated
to serve the territory or if the termi-
nating association does not receive the
information required in paragraph (b)
of this section prior to the mailing of
the information statement, the termi-
nating association shall furnish each
borrower with the address and tele-
phone number of the funding bank with
instructions that the bank may be con-
tacted in the future to determine the
name and address of the association(s)
that will serve the territory in the fu-
ture.

(d) The terminating association shall
provide credit and loan information to
the association designated to serve the
territory upon the borrower’s request,
in accordance with §§618.8300 through
618.8325, and take such other steps as
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are necessary to facilitate the transfer
of the loan to the association.

[56 FR 3407, Jan. 30, 1991, as amended at 61
FR 67186, Dec. 20, 1996]

§611.1270 Continuation of borrower
rights.

Terminating associations which
maintain an OFI relationship with the
Farm Credit bank shall comply with
borrower rights provisions contained in
part 614, subparts K, L, M and N of this
chapter. The terminating association
may not require a waiver of applicable
borrower rights provisions as a condi-
tion of ownership interest in and con-
tinued financing by the successor insti-
tution.

[56 FR 3407, Jan. 30, 1991; 56 FR 11589, Mar. 19,
1991]
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§612.2130 Definitions.

For purposes of this part, the follow-
ing terms are defined:

(a) Agent means any person, other
than a director or employee, who rep-
resents a System institution in con-
tacts with third parties or who pro-
vides professional services to a System
institution, such as legal, accounting,
appraisal, and other similar services.

(b) A conflict of interest or the appear-
ance thereof exists when a person has a
financial interest in a transaction, re-
lationship, or activity that actually af-
fects or has the appearance of affecting
the person’s ability to perform official



